Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


Message Text 


CONFIDENTIAL 

PAGE 01 STATE 212497 

66 

ORIGIN SS-25 

INFO OCT-01 ISO-OO SSO-OO NSCE-00 /026 R 

DRAFTED BY D:RMPOATS 
APPROVED BY D:RMPOATS 
S/S:MR. SHANKLE 
NEA/EGY :PKENNEDY (DRAFT) 

DESIRED DISTRIBUTION 

S, S/S, D, E, NEA, EB. TREASURY (OMEA) 

006793 

O 262104Z AUG 76 

FM SECSTATE WASHDC 

TO AMEMBASSY CAIRO IMMEDIATE 

CONFIDENTIAL STATE 212497 

EXDIS 

E.O. 11652: GDS 
TAGS: EFIN, EAID, EG 

SUBJECT: RESPONSE TO GOE REQUEST FOR GUARANTEED 
FOREIGN BANK LOAN 
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1 . RICHARD DEBS, SPECIAL CONSULTANT TO 

DAVID ROCKEFELLER, HAS ACCEPTED JOINT RECOMMENDATIONS OF 
DEPARTMENT AND IMF OFFICERS THAT HE CONVERT HIS PLANNED 
VISIT TO CAIRO NEXT WEEK INTO A THOROUGH EXPLORATION OF 
THE FEASIBILITY OF ORGANIZING A FOREIGN BANK 
CONSORTIUM TO PROVIDE AN IMMEDIATE MEDIUM-TERM LOAN TO 
EGYPT OF SEVERAL HUNDERED MILLION DOLLARS AGAINST A 
FULL REPAYMENT GUARANTY BY EITHER THE GODE "AUTHORITY' 1 
OR OTHER FINANCIALLY RELIABLE GUARANTORS IN MIDDLE EAST. 

2. DEBS PLANS TO DEPART NEW YORK FOR CAIRO SATURDAY, 
ARRIVING SUNDAY AFTERNOON. HE NEEDS IMMEDIATE 
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CONFIRMATION THAT HE WILL BE ABLE TO SEE ABU ISMAIL, 
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SHAFEI, AND IF POSSIBLE SADAT, THE LATTER IN ORDER TO 
CONVEY ROCKEFELLER'S CONTINUING INTEREST IN RESPONDING 
TO SADAT’S REQUEST FOR UNDEFINED HELP. 

3. DEBS HAD BEEN MAKIG ARRANGEMENTS THROUGH GOE 

NEW YORK ECONOMIC REPRESENTATIVE MAGUID, WHO HAD SENT 
TELEGRAM TO SHAFEI RELATING DEBS' VISIT PRIMARILY TO 
PROJECT-FINANCE DISCUSSION WITH OSMAN IN NEW YORK 
EARLIER THIS SUMMER. TODAY MAGUID TOLD DEBS HE HAD 
TELEPHONED SHAFEI WHO PROFESSED IGNORANCE OF MAGUID'S 
TELEGRAM OR PURPOSE OF DEBS' VISIT AND SUGGESTED HE 
SHOULD SEE OSMAN IN CAIRO. MAGUID HAS SUBSEQUENTLY 
TELEXED SHAFEI REAFFIRMING IMPORTANCE AND TIMELINESS OF 
DEBS' VISIT AND INDICATING BROADER RANGE OF SUBJECTS TO 
BE DISCUSSED BUT WITHOUT DETAIL STATED IN PARA 1 ABOVE. 
HOWEVER, IN VIEW OF JURISDICTIONAL PROBLEMS BETWEEN 
SHAFEI AND ABU ISMAIL AND THE LEAD ON REFINANCING 
LOAN BEING TAKEN BY ABU ISMAIL PER REF B, NATURE OF 
DEBS MISSION SHOULD BE EXPLAINED TO ABU ISMAIL BY 
EMBASSY CAIRO AND CONFIRMATION OBTAINED FROM BOTH 
ABU ISMAIL AND SHAFEI PER PARA 2 ABOVE. 

4. CHASE BANK CAIRO REPRESENTATIVE'S REPORT OF ABU 
ISMAIL PROPOSAL REF B WAS RECEIVED IN NEW YORK AT TIME 
WHEN SENIOR EXECUTIVES WERE NOT AVAILABLE. TELEGRAM 
GIVING HIM CAUTIOUS BUT SOMEWHAT POSITIVE RESPONSE WAS 
SENT YESTERDAY. DEBS HOPES HE WILL BE ABLE TO 
DEVELOP IN CONSULTATION WITH CAIRO CHASE REP, GOE AND 
ARAB FINANCE MINISTERS BASIS FOR A POSITIVE 
RECOMMENDATION TO ROCKEFELLER TO TAKE LEAD IN 
ORGANIZING CONSORTIUM. HE HAS NO DIRECT KNOWLEDGE AT 
THIS POINT OF PROSPECTS FOR OBTAINING SATISFACTORY 
ARAB (AND/OR IRANIAN) GUARANTY. 

5. CRITICAL FACTOR FOR PROSPECTIVE GUARANTORS WILL BE 
ASSURANCE THAT GOE WILL UNDERTAKE ECONOMIC MEASURES THAT 
WILL LOWER RISK OF DEFAULTS TRIGGERING GUARANTY. 
CONSEQUENTLY, SOME LINKAGE BETWEEN BANKS' AND 
GUARANTORS' COMMITMENTS AND GOE COMMITMENTS TO CARRY OUT 
IMF PROGRAM IS LIKELY. THIS LINKAGE CAN AFFECT TIMING 
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AS WELL AS TERMS OF GUARANTY AGREEMENT AND GOE- 
CONSORTIUM AGREEMENT. 

6. REQUEST REPLY BY NOON FRIDAY WASHINGTON TIME. KISSINGER 
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